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HUD Issues Interim Rule on Fair Market Rents 


HUD has issued an interim rule which authorizes the establishment of fair market rents (FMR’s) that 
vary according to financing type and permits additions to FY 1981 FMR’s to be established by use of a 
financing adjustment that reflects the actual cost of permanent financing. Section 8(c)(1) of the U.S. 
Housing Act of 1937 requires the agency to publish fair market rents applicable to new construction and 
substantial rehabilitation for all market areas at least once a year. The current rents became effective 
October |, 1980 for FY 1981. 


Secretary Samuel R. Pierce, Jr., said the interim rule allows HUD, under certain conditions, to adjust 
the allowable fair market rents under its Section 8 Rental Assistance Program to reflect the higher 
interest costs that developers must pay to finance low-income housing projects. He said construction of 
HUD-sponsored low-income housing projects has been virtually at a standstill because of high interest 
rates in both the conventional and tax-exempt markets. ‘“These high interest rates, coupled with rents 
allowed under our Section 8 Rental Assistance Program, have made production of low-income housing 
projects infeasible,’’ he said. 


Adjustment of fair market rents on a project-by-project basis will enable HUD to establish ‘‘realistic 
fair market rents reflecting the prevailing rents and costs in various market areas,”’ according to 
Secretary Pierce. The adjustment, applicable only to FY 1981 FMR’s, will help reluctant builders cope 
with their rising financial costs and ‘‘help us assure continued subsidized housing production despite the 
current, unexpectedly prolonged, period of high interest rates, the Secretary added. ‘“This means that 
much-needed housing will be made available for low-income families, as well as employment for 
thousands of construction workers.”’ 


Under provisions of the interim rule, HUD will calculate the extra cost of financing caused by elevated 
interest rates and adjust the rent subsidy payment to developers on behalf of their low-income tenants. 
This will permit many worthwhile Section 8 projects, now deemed economically infeasible and stuck in 
the processing pipeline, to move to construction, Secretary Pierce said. The adjustment will allow the 
Section 8 rents to accommodate interest rates up to 12 percent, but will require developers to contribute 
an additional | percent equity for each | percent of adjustment. 


To benefit from the adjustment procedure, developers or owners must: 

© request use of the financing adjustment; 

© begin construction before June |, 1982; 

© establish an escrow to be used to reduce the mortgage and rents upon completion of construction; and 
© agree toa ‘‘call date’’ at which time revenue bonds could be refinanced should interest rates decline. 
The interim rule was published in the October 23, 1981, edition of the Federal Register at page 51903. 


- Additional information may be obtained from Lynda M. Murphy, director, Office of State Agency and 
Bond Financed Programs, HUD, 451-7th Street, S.W., Washington, D.C. 20410 (202/426-7113). 








Survey Reveals Rapid Growth of Nonfamily Households 


The Census Bureau recently released a report which revealed that nonfamily households — most 
containing only one person — accounted for more than half of the 15.7 million increase in the number 
of U.S. households between 1970 and 1980. 


The Bureau said that factors contributing to the dramatic increase include the growing numbers of 
young single persons leaving home to live independently and the rising incidence of separation and 
divorce. Such changes, the Bureau said, had the cumulative effect of increasing the total number of 
households nationally in the 10-year span by 25 percent, while the number of persons living in those 
households grew by only 9 percent. 


The 1980 census found that parts of the country experienced net household growth and population 
decline during the 1970’s. One direct consequence of the national trend was that average population per 
household dropped from 3.14 persons in 1970 to 2.75 in 1980. Based on the March 1980 Current 
Population Survey, the report puts the number of U.S households at 79.1 million. There were 63.4 
million households in 1970. 


The number of family households maintained by married couples — usually such households have the 
largest number of persons — increased by only 3.5 million, or 8 percent, during the last decade. By 
contrast, the number of nonfamily households — most of which contain one person — grew by 8.7 
million. 


The report presents data on the composition, size and social characteristics of families and households. 
Similar data for various geographic areas will be available in forthcoming reports based upon the /980 
Census of Population and Housing. 


Single copies of the report, Household and Family Characteristics: March 1980, P-29 No. 366, may be 
obtained for $6.50 prepaid from the Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402, or from Commerce district offices in major U.S. cities. 


HUD Releases Data on Private Mortgage Insurance Activity 


HUD has released private mortgage insurance activity data for September 1981. The report said 
insurance activity for that period was slightly higher than the seasonal pattern for September which 
would normally exhibit an 11 percent decline from August levels. As reported, new applications for 
new primary insurance totaled 32,558, up slightly from August. Insurers issued 29, 186 new 
certificates. The September volume of new issues of privately insured, conventional pass-through 
securities was $380.3 million, bringing the total volume for the third quarter to nearly $1.5 billion. At 
the end of September, the outstanding balance of privately insured, conventional loan pass-through 
securities was $13.2 billion, up $5.8 billion from a year earlier. 


GNMaA to Offer Project Mortgages For Sale 


The Government National Mortgage Association (GNMA) has announced that it will offer some $600 
million in FHA-insured project mortgages for sale by auction on Wednesday , December 9. The 
mortgages were purchased by the GNMA in the operation of its Section 8 and Targeted Tandem 
programs. All mortgages offered for sale pay insurance benefits in cash. 


The sale will be conducted by the Federal National Mortgage Association (FNMA) under procedures, 
terms, and conditions prescribed in a bidding invitation. The December auction will be the second of six 
bi-monthly project auctions planned by the GNMA during FY 1982. 
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HUD Allocates Funds to Aid Homeownership 


HUD Secretary Samuel R. Pierce, Jr., has announced the allocation of some $28.5 million in funding 
authority to aid more than 7,600 low- and moderate-income families in becoming homeowners. 
Secretary Pierce said the Department will assist families eligible to purchase new homes by helping 
pay the interest on mortgages. 


‘*This additional funding,’’ Pierce said, ‘‘will not only help thousands of families become home- 
owners, but also will provide work for the Nation’s hard-pressed building industry .”’ 


HUD insures mortgages and makes monthly payments to help reduce interest rates under its Section 
235 program. The assistance benefits eligible families who contribute 20 percent of their adjusted 
income to monthly mortgage payments after making a 3 percent downpayment. To be eligible, a 
family’s adjusted income must not exceed 95 percent of the median income in its locality with — 
adjustments as determined by the Secretary for areas with high housing costs. 


The maximum mortgage limits for homes to be purchased using HUD’s 235 program is $40,000, 
except in high-cost areas where the limit is $47 ,500. These limits can be increased by $7 ,500 for homes 
with four or more bedrooms which will be occupied by five or more persons. 


Assistant Secretary for Housing-Federal Housing Commissioner Philip Winn said the additional 
funding is available because of unneeded reserves as a result of the recent interest rate decrease, and 
because some fund reservations expired when construction did not start within the six-month period 
allowed. According to Winn, the funding authority is being allocated on a *‘fair share’’ basis to 
departmental field offices. Each office has been directed to obligate the funds efficiently and quickly to 
meet a March 31, 1982 deadline imposed by the Housing and Community Development Act of 1981. 


Assistant Secretary Winn noted that ‘‘timing is essential.’’ He said that ‘‘the building industry must be 
notified immediately of the availability of these additional Section 235 units and urged not to request 
unit allocations unless it is reasonable to expect sales can be contracted and buyers approved by HUD 
before the March 31 deadline. Because of the short time remaining before this deadline date, these new 
unit allocations will be available at field offices only until December 18, 1981, at which time 
uncommited units will be redistributed by HUD headquarters to other areas where the need is greater. 


Nuggets 


The U.S. Department of Labor reported recently that Metropolitan Boston is still the city with the 
highest overall cost of living in the continental United States. Boston has had that distinction for the past 
nine years. The report said that it cost a Boston-area family of four about $27,029 to purchase the 
essential goods and services last year. compared to the national average of $23,134. Boston residents 
living on a lower budget spent $15,076, the fifth highest level in the Nation. Atlanta, Dallas and 
Houston were listed as the cheapest areas in which to live. 


Connecticut utilities which have conducted some 36,000 home energy audits since last October report 
that consumers who followed their advice could save an average of 43 percent on oil, 40 percent on gas 
and 25 percent on electricity. Federal rules require utilities, under State supervision, to offer energy 
audits to residential customers and to suggest possible conservation measures. Twenty-two States have 
implemented the rules. In most areas, the fee for such energy audits is $15. 


A Chicago resident and the housing association of a suburban Oak Brook community have been ordered 
to pay almost $300,000 in damages for their role in preventing a black couple from moving into a home 
valued at $675,000. The order, handed down by U.S. District Judge Prentice H. Marshall, came after 
the court found that the couple’s civil rights had been violated by attempts to block the sale. The award is 
said to be the largest ever ordered in a housing discrimination case. 





Significant Litigation 


Concerned Citizens of Colony North, et al. v. Samuel R. Pierce, Jr., et al., No. 81-1844-8 (D.S.C., 
filed August 19, 1981) 


Residents in the vicinity of a proposed public housing project in Charleston, South Carolina, contend 
that the project is a major Federal action significantly affecting the quality of the human environment 
and that by failing to prepare an environmental impact statement, HUD and the public housing agency 
failed to comply with the requirements of NEPA. They further allege that the approval of the project and 
site was arbitrary and capricious because HUD failed to consider alternatives. They seek a declaratory 
judgment and an injunction prohibiting the PHA from proceeding with the project until the defendants 
comply with appropriate regulations and statutes. The District Court denied plaintiffs’ motion for 
preliminary injunction, ruling that they had failed to show either that they would suffer irreparable 
injury if the injunction were denied or that they had a strong likelihood of success on the merits. 


Julia Garcia, et al. v. HUD, et al., C.A. No. 81 Civ. 5943 RJW (S.D.N.Y.., filed Sept. 24, 1981) 


In this purported class action, plaintiff alleges that she and other Hispanics have been illegally excluded 
from occupancy in a new Section 202 project subsidized under Section 8 and located in Lower 
Manhattan, New York. She alleges that HUD approved the project owner’s Affirmative Fair Housing 
Marketing Plan for the project although it did not target the Hispanic community in advertising and 
soliciting applications for occupancy. Plaintiff claims approval of the plan violates her civil rights under 
42 U.S.C. $1981 and 1983, 2000d, and 3601, et seq. 


Plaintiff requested a temporary restraining order to halt occupancy at the project until Hispanics are 
included in the applicant pool. The court declined to enter the order, understanding that the parties were 
discussing settlement. The project owner has tentatively agreed to resolicit applications for occupancy 
at the project. 
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